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Export  Financing 


Alberta  Economic 
Development 
Guarantee  Proqram 

Program  Objective 

The  purpose  of  this  program  is  to  provide 
support  to  Alberta  based  businesses,  by 
means  of  Government  guarantees  of  loans 
made  by  financial  institutions.  It  will  also 
enable  companies  to  be  more  competitive  in 
obtaining  sales  internationally, 
interprovincially,  or  within  the  Province 
when  competing  with  bidders  outside  the 
Province. 

The  program  is  designed  so  as  to  minimize 
Government  involvement  in  the  decision 
making  and  administration  of  such  loans. 

The  lenders  will  undertake  the  normal  credit 
assessment  and  make  all  decisions  on 
whether  a loan  will  be  made  and,  if  so,  set 
the  terms  and  conditions. 


Eligible  borrowers 

Any  business  operating  in  Alberta  for  profit 
which  manufactures  or  processes  products 
which  will  be  shipped  to  purchasers  outside 
Alberta  or  which  replace  products  being 
imported  into  the  Province.  The  business 
must  have  a specific  order  or  contract  to 
supply  a product  or  be  submitting  a bid  for  a 
specific  order  or  contract. 

Loan  Purposes 

Loans  which  would  be  used  for  working 
capital  requirements  for: 

— raw  materials 

— labor 

— work  in  progress 

— finished  goods  inventories 

— shipping 

— carrying  receivables 

— letters  of  credit  in  support  of  Bid  Bonds 
and  Performance  Guarantees 

— overhead  costs  which  can  be  directly 
related  to  the  project. 


For  further  information  contact: 

Alberta  Economic  Development 
Special  Projects 
12th  Floor,  Sterling  Place 
9940  - 106  Street 
Edmonton,  Alberta 
T5K  2P6 

Telephone:  427-3300 

Alberta  Export 
Services  Support 
Program 

Program  Purposes 

The  Export  Services  Support  Program  is 
designed  to  encourage  Alberta  businesses  to 
seek  out  export  opportunities  by  means  of 
feasibility  studies  which  may  eventually  lead 
to  contracts  for  Alberta  goods,  services,  and 
technical  expertise.  The  program  is 
administered  through  the  Department  of 
Economic  Development. 

The  Export  Services  Support  Program  funds 
50  percent  of  approved  front-end  or  pre- 
contract costs,  to  a maximum  of  $350,000 
per  agreement  for  qualifying  applicants. 
Examples  of  such  costs  can  include  legal, 
travel,  bid  preparation  costs,  and  professional 
fees.  When  a feasibility  study  results  in  a 
contract  to  undertake  a project,  the  advanced 
funds  are  repayable  to  the  government. 

Eligible  Borrowers 

The  program  is  available  to  established 
Alberta  businesses  pursuing  projects  outside 
the  province  which  can  demonstrate  that 
relative  to  pre-contract  cost,  there  is 
reasonable  potential  for  downstream 
procurement  from  Alberta. 

Eor  further  information  contact: 

Alberta  Economic  Development 
Special  Projects 
12th  Floor,  Sterling  Place 
9940  - 106  Street 
Edmonton,  Alberta 
T5K  2P6 

Telephone:  427-3300 
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Export  Development 
Corporation 

The  Export  Development  Corporation  (EDC) 
is  a Crown  corporation  that  provides 
financial  services  to  Canadian  exporters  and 
foreign  buyers  to  facilitate  and  develop 
export  trade.  It  does  this  through  a wide 
range  of  insurance,  guarantee,  and  other 
services  not  normally  provided  by  the 
private  sector. 

EDC’s  Services  are  provided  to  assist 
Canadian  exporters,  who  are  offering 
competitive  products  in  terms  of  price, 
quality,  delivery,  and  service,  to  compete 
internationally.  Exporters  in  other  countries 
have  access  to  similar  support  facilities  from 
their  governments. 

EDC  is  sensitive  to  the  needs  of  the  smaller 
exporter.  There  is  no  minimum  value  of 
export  business  required  to  qualify  for 
support.  The  corporation  continually  reviews 
its  programs  and  is  prepared  to  consider 
tailoring  its  facilities  — within  its  legislative 
limits  — to  meet  the  specific  needs  of 
exporters  with  high  potential  for  growth  and 
competitiveness. 


Insurance 

Alberta  firms  of  any  size  can  insure  their 
export  sales  against  non-payment  by  foreign 
buyers.  EDC  normally  assumes  90  percent  of 
the  commercial  and  political  risks  involving 
insolvency,  default,  or  repudiation  by  the 
buyer,  as  well  as  blockage  of  funds, 
cancellation  of  import  licences  and  the  like 
in  a foreign  country,  and  cancellation  of 
export  permits  in  Canada. 

Almost  any  kind  of  transaction  involving  the 
export  of  goods,  services,  or  technology  may 
be  insured.  Insurance  is  available  to  cover 
sales  of  general  commodities  and  services 
normally  made  on  short  credit  terms  of  up  to 
180  days,  and  capital  goods  and  services 
made  on  medium  term  credit  of  up  to  five 
years. 


Credits  insurance  services  that  are  available 

include: 

— Global  Comprehensive  Insurance  provides 
cover  against  commercial  (and  political) 
risks  inherent  in  an  export  transaction 
offering  short-term  credit. 

— Specific  Transaction  Insurance  provides 
cover  for  individual  transactions  involving 
capital  goods  and  services,  either  from  the 
effective  date  of  contract  or  the  shipment 
of  goods  until  payment  is  received. 

— Performance  Security  Insurance  provides 
cover  for  the  exporter  against  a wrongful 
call  by  a foreign  buyer  of  a Irrevocable 
Letter  of  Credit  (ICE)  provided  by  the 
exporter’s  bank  on  behalf  of  the  exporter. 

— Surety  Bond  Insurance  insures  a domestic 
surety  company  that  provides  a 
performance  bond  to  a foreign  buyer. 


Export  Loans 

EDC  provides  export  financing  for  up  to  85 
percent  of  the  contract  value,  at  both  fixed 
and  floating  rates  of  interest,  to  foreign 
buyers  of  Canadian  capital  goods, 
equipment,  and  services.  Funds  are  disbursed 
directly  by  EDC  to  Canadian  exporters  on 
behalf  of  the  borrower,  in  effect  providing 
the  exporter  with  a cash  sale. 

For  further  information  about  the  services 
provided  to  exporters  by  the  Export 
Development  Corporation,  contact: 

Export  Development  Corporation 

Suite  2380 

425  - 1st  Street  S.W. 

Calgary,  Alberta  T2P  3L8 
Phone:  294-0928 


Commercial  Bank 

U.S.  Export  trade  is  of  vital  importance  to  the 
Canadian  economy,  so  too,  is  the  Canadian’s 
exporter’s  dependence  on  their  banker  to 
provide  support  and  assistance  in  all  aspects 
of  their  exporting  endeavours. 
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Most  first-line  banks  have  international  trade 
offices  and  branches  in  the  U.S.,  and 
Canadian  exporters  are  advised  to  liaise  with 
their  local  branches  accordingly  for  further 
information. 

Below  we  highlight  some  of  the  various 
methods  of  selling  and  financing  U.S.  export 
sales  on  both  a recourse  and  non-recourse 
basis. 

First,  it  should  be  stressed  that  in  every 
export  transaction  the  elements  of  credit  and 
finance  are  inextricably  interwoven,  and 
success  in  the  export  field  requires  that 
exporters  have  an  understanding  of  these 
factors  of  their  interdependence  and  of  how 
they  may  be  assessed  and  related  to  a 
particular  situation. 

Credit  is  inherent  to  some  extent  in  every 
export  sale,  unless  the  seller  is  in  the 
fortunate  but  unlikely  position  of  having 
received  payment  in  advance  of  shipment. 

The  first  questions,  therefore,  that  will 
invariably  occur  to  an  exporter  before  he 
signs  an  agreement  with  the  U.S.  buyer  will 
be  about  credit. 

— How  much? 

— For  how  long,  and  how  do  I protect 
myself? 

— How  do  I get  paid? 

— When  do  I get  paid? 

Before  these  questions  are  answered  with 
any  degree  of  assurance,  it  is  essential  that 
the  exporter  is  aware  of  the  various  methods 
of  trade  financing  and  understands  the  basic 
mechanics,  protective  features  and  attendent 
risks  of  each. 

The  following  is  a synopsis  of  some  of  the 
methods  of  financing  U.S.  export  sales: 

Cash  payments 

A cash  payment,  in  advance  of  shipment, 
requires  little  consideration  because  there  are 
few  such  settlements  nowadays.  An  exporter 
would  be  very  fortunate  if  he  could  demand 


and  receive  payment  on  this  basis  in  the 
“buyer’s  market’’  prevailing  today. 

Financing  under  this  method  is  provided  by 
the  buyer  or  by  an  outside  source  on  the 
buyer’s  account. 

Closely  relating  to  cash  payments  is 
telegraphic  transfer  of  payment,  typically 
used  for  larger  accounts  at  the  time  the 
shipment  is  ready  or  received  by  the  buyer. 


Open  account 

Sales  under  this  method  are  documented  by 
commercial  invoices  and  it  is  the  most 
prevalent  method  used  in  Canada. 

It  is  estimated  that  80  percent  to  90  percent 
of  trade  between  Canada  and  the  U.S.  is 
based  on  open  account. 


Shipment  on  consignment 

The  third  method,  shipment  on 
consignment,  has  much  in  common  with 
open  account  shipment.  The  basis  of 
consignment  is  that  the  exporter  retains  title 
to  the  goods,  but  agrees  that  payment  will 
not  be  required  until  the  goods  have  been 
sold  in  the  U.S.,  within  a specified  time  frame 
(e.g.  1 month,  3 months  or  6 months). 

This  method  has  an  advantage  in  that  the 
exporter’s  product  is  actually  placed  in  the 
foreign  market  without  loss  of  title. 

However,  it  also  involves  considerable  risk. 
Until  the  goods  are  sold,  the  consignee  may 
return  them  at  any  time,  without  any  liability 
and  at  the  seller’s  expense. 

Furthermore,  there  may  be  difficulty  in 
ensuring  that  the  consignee  complies  with 
the  terms  of  the  consignment  agreement,  and 
follow  up  audits  may  even  be  needed  to 
verify  whether  sales  have  not  actually  taken 
place. 

Also,  in  this  method  there  is  no  bill  of 
exchange  involved  to  the  detriment  of  the 
seller’s  position  in  the  event  of  default. 
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Documentary  Commercial  Letters 
of  Credit/Standby  Letters  of  Credit 

A Documentary  Commercial  Letter  of  Credit 
is  normally  issued  by  a bank  for  account  of  a 
buyer  in  favour  of  the  seller,  undertaking  in 
writing,  to  provide  payment  of  funds  on 
presentation  of  certain  documentation. 
Provided  the  terms/conditions  of  the  Letter 
of  Credit  are  met  fully,  the  seller  is  assured  of 
payment,  by  the  opening  bank. 

During  the  last  few  years,  some  Canadian  and 
Alberta  firms  have  tightened  their  U.S.  export 
open  account  payment  terms  to  include  a 
Standby  Letter  of  Credit,  perhaps  for  the  first 
year  of  undertaking  business  with  a new 
customer  in  the  U.S. 

The  Standby  Letter  of  Credit  enables  the 
exporter  to  be  ultimately  guaranteed  (by  the 
bank  issuing  it)  that  he  or  she  will  be  paid  a 
certain  amount  in  the  event  the  buyer 
defaults  on  normal  payment  arrangements  by 
simply  drawing  on  the  Standby  Letter  of 
Credit,  making  a declaration  that  the  buyer 
is,  in  fact,  in  default  of  payment. 


A Forfait  Financing 

A Forfait  Financing  was  introduced  to  the 
Canadian  marketplace  by  The  Royal  Bank  in 
1981.  Forfaiting  is  a form  of  fixed  rate  trade 
financing  in  Dollars,  Deutschemarks,  Swiss 
Francs  or  other  currencies  subject  to 
availability  of  satisfactory  funding. 

Under  the  forfait  financing,  if  you  are  an 
exporter,  the  bank  buys  your  foreign 
customers’  payment  obligations  over  periods 
of  up  to  five  years.  Such  payment  obligations 
are  normally  evidenced  by  a series  of 
promissory  notes  with  semi-annual 
maturities,  the  first  one  falling  due  six 
months  and  the  last  one  falling  due  five  years 
after  delivery  of  the  goods,  and  usually 
bearing  the  Guarantee  (Aval)  of  the  importer’s 
bank. 

In  a typical  transaction,  the  total  amount  of 
receivables  usually  ranges  between  one  half 
million  to  ten  million  dollars. 


This  type  of  transaction  is  relatively  easy, 
involving  a minimum  of  paperwork,  a quick 
response  turnaround  time,  and  a transfer  by 
the  exporter  to  the  bank  of  all  the  risk  as 
well  as  the  administration  and  collection 
concerns. 

Performance  Guarantees 

Often  these  are  called  for  covering  the 
duration  of  a contract  and  are  utilized  to 
provide  compensation  to  the  buyer  in  the 
event  that  the  exporter  for  any  reason  fails  to 
perform  under  the  terms  and  conditions  of 
the  contract. 

They  may  be  reduced  pro  rata  with  the  value 
of  the  work  completed  under  the  contract. 

It  is  not  uncommon  for  a performance 
guarantee  to  be  issued  in  excess  of  the 
required  figure  to  include  a warranty. 

Warranty  Bonds/Guarantees 

These  are  issued  to  provide  compensation  to 
a buyer  in  the  event  that  the  product  is  faulty 
or  does  not  work.  It  may  be  used  for  up  to 
10  percent  of  the  contract  amount  and 
essentially  replaces  the  hold  back. 

These  are  commonly  used  in  the  U.S.  as  well 
as  middle  eastern  and  far  eastern  countries. 

Commercial  Credit 
Corporation 

Commercial  Credit  Corporation  (CCC)  is  a 
crown  corporation  wholly  owned  by  the 
Government  of  Canada,  Canadian 
Commercial  Corporation.  It  was  established 
in  1946  by  Act  of  the  Canadian  Parliament  to 
assist  in  the  development  of  trade  between 
Canada  and  other  nations. 

CCC  acts  as  the  prime  contractor  for  the  sale 
of  Canadian  goods  and  services  to  foreign 
governments  and  international  agencies.  It 
also  acts  as  the  prime  contractor  for  bid 
solicitations  and  contracting  in  Canada  by 
agencies  of  the  U.S.  Department  of  Defense, 
the  National  Aeronautics  and  Space 


4 


Administration  (NASA),  and,  on  request, 
other  U.S.  government  departments  and 
agencies. 

CCC  assists  agencies  of  the  U.S.  Department 
of  Defense  with  contracts  placed  directly 
with  Canadian  firms,  and  sub-contracts 
placed  with  Canadian  firms  by  U.S. 
Department  of  Defense  prime  contractors. 
CCC  reports  to  the  Parliament  of  Canada 
through  the  Secretary  of  State  for  External 
Affairs  and  the  Minister  for  International 
Trade. 

Enquiries  may  be  directed  to; 

Canadian  Commercial  Corporation 
Export  Supply  Directorate 
OTTAWA,  Ontario,  KIA  0S6 
Telex:  053-3703 
Autovon:  627-8011  EXT4-0248 

Canadian  Commercial  Corporation 
2450  Massachusetts  Avenue  N.W. 
Washington,  D.C.  20008 
Telephone:  (202)  483-5505 
Telex:  DSS  Washington  008-9532 
Autovon:  851-1840 

Alberta  International  Trade 
U.S. A.  Sector 
11th  Eloor,  Sterling  Place 
9940  - 106  Street 
EDMONTON,  Alberta,  T5K  2P6 
Telephone:  (403)  427-4809 
Telex:  037-2197 


Summary 

In  summary,  exporters  should  liaise  with  the 
Export  Development  Corporation  and  with 
their  own  commercial  banks  for  counsel  on 
all  aspects  of  trade  related  services  that  they 
are  able  to  provide,  i.e.: 

— Insurance 

— Guarantees 

— Trade  Financing 

— Letters  of  Credit 

— Foreign  Currency  Services 

— Payments  and  Collections 

— Trade  Services 

— Project  Financing 

— International  Cash  Management 

— Leasing. 


5 


I 


r '1 


/ 


ay. 


Export 

Administration 


Introduction 

Export  administration  is  a complex  business 
and  your  notice  is  drawn  to  the  following: 

“Importing  to  the  United  States” 

This  is  an  essential  reference  document  and 
available  free  of  charge  from  the  Department 
of  the  Treasury,  United  States  Custom  Service, 
Washington,  DC  20229. 

Canadian  Federal  Government 
Advice  contact: 

United  States  Marketing  Division  (UTM) 

Department  of  External  Affairs 

125  Sussex  Drive 

Ottawa  KIA  0G2 

Telephone:  (6l3)  993-7484 

or  try  asking  for  this  number  toll  free  by 
calling  the  Canadian  Service  Bureau  (if  you 
are  calling  on  “government  business”): 

Call  420-2021  if  you  are  phoning  from 
Edmonton 

Call  231-4998  if  you  are  phoning  from 
Calgary 

Call  1-800-232-9481  if  you  are  phoning 
from  elsewhere  in  Alberta 
(e.g.  from  rural  Alberta). 

This  office  has  extensive  knowledge 
regarding  U.S.  import  regulations,  tariffs  and 
other  related  information. 

The  Division  can  also  obtain  a binding  tariff 
classification  ruling  from  the  U.S.  Customs 
Service,  on  a Canadian  exporter’s  behalf 
regarding  a potential  new  export.  This  ruling 
will  be  honoured  at  any  U.S.  port  of  entry. 

Licensed  United  States 
customhouse  brokers 

These  brokers  prepare  and  file  the  necessary 
customs  entries,  arrange  for  payments  of 
duties  and  release  of  goods,  and  otherwise 
represent  their  principals  in  customs  matters. 

Many  have  offices  in  major  Canadian  cities, 
and  others  are  located  at  border  points  with 


toll-free  telephone  numbers.  The  Yellow 
Pages  of  the  telephone  directory  is  a useful 
source  of  names  and  addresses. 

The  following  is  a brief  synoposis  of  some  of 
the  main  topics  to  be  considered  in  export 
administration,  but  please  note  that  it  is  by 
no  means  exhaustive. 

Canadian 

Documentation  for 
Export 

Eorm  B-13  should  accompany  Canadian 
exports  to  the  U.S.,  and  this  includes 
American  merchandise  returned  to  the  U.S. 

This  is  a Canada  Customs  form,  and  three 
copies  are  required  at  the  time  the  export  is 
made,  one  of  which  is  returned  to  the 
exporter. 

For  large  volume  exporters,  Canada  customs 
have  a monthly  summary  reporting  system, 
and  for  details  about  this  and  Form  B-13, 
contact  Canada  Customs. 


Customs  Organization 

The  customs  territory  of  the  U.S.  consists  of 
the  50  states,  the  District  of  Columbia,  and 
Puerto  Rico.  The  Customs  Service,  an  agency 
under  the  Department  of  the  Treasury,  has  its 
headquarters  in  Washington,  DC,  and  is 
headed  by  a Commissioner  of  Customs. 

The  field  organization  consists  of  seven 
geographical  regions  further  divided  into 
districts  with  ports  of  entry  within  each 
district.  These  organizational  elements  are 
headed  respectively  by  regional 
commissioners,  district  directors  (or  area 
directors  in  the  case  of  the  New  York  region), 
and  port  directors. 

For  further  information  contact  the  U.S. 
Customs  Directors  at  the  Calgary  and 
Edmonton  International  Airports,  or  at 
Coutts,  Alberta. 
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Alternatively,  contact: 
Customs  Attache 
American  Embassy 
100  Wellington  St. 

Ottawa,  Ontario  KIP  5T1 
Telephone:  (6l3)  230-2120 


Entry  of  Goods 

Entry  process 

When  a shipment  reaches  the  U.S..  the 
consignee  will  file  entry  documents  for  the 
goods  with  the  district  or  port  director  at  the 
port  of  entry  Imported  goods  are  not  legally 
entered  until  after  the  shipment  has  arrived 
within  the  port  of  entry,  estimated  duties 
have  been  paid,  and  delivery  of  the 
merchandise  has  been  authorized  by 
Customs.  It  is  the  responsibility  of  the 
importer  to  arrange  for  examination  and 
release  of  the  goods. 

Goods  may  be  entered  for  consumption, 
entered  for  warehouse  at  the  port  of  arrival, 
or  they  may  be  transported  in-bond  to 
another  port  of  entry  and  entered  there 
under  the  same  conditions  as  at  the  port  of 
arrival.  Arrangements  for  transporting  the 
merchandise  to  an  interior  post  in-bond  may 
be  made  by  the  consignee,  by  a customhouse 
broker,  or  by  any  other  person  having  a 
sufficient  interest  in  the  goods,  for  that 
purpose. 

The  exporter  to  the  U.S.  has  to  take  into 
consideration  such  factors  as: 

— Evidence  of  Right  to  Make  Entry:  goods 
may  be  entered  only  by  the  owner, 
purchaser,  or  a licensed  customhouse 
broker. 

— Entry  for  Consumption:  the  entry  of 
merchandise  is  a two  part  process 
consisting  of  (1)  filing  the  documents 
necessary  to  determine  whether 
merchandise  may  be  released  from 
Customs  custody  and  (2)  filing  the 
documents  which  contain  information  for 
duty  assessment  and  statistical  purposes. 


— Entry  Documents:  within  5 working  days 
of  the  date  of  arrival  of  a shipment  at  a 
U.S.  port  of  entry,  entry  documents  must 
be  filed  at  a location  specified  by  the 
district/area  director,  unless  an  extension  is 
granted. 

— Surety:  the  entry  must  be  accompanied  by 
evidence  that  surety  has  been  obtained  to 
cover  any  potential  duties,  taxes,  and 
penalities  which  may  accrue.  Surety 
usually  takes  the  form  of  a bond  secured 
by  a resident  U.S.  surety  company  but  may 
be  posted  in  the  form  of  cash. 

— Entry  Summary  Documentation:  following 
acceptance  of  the  entry,  the  shipment  is 
examined  and  released,  provided  no  legal 
nor  regulatory  violations  have  occurred. 

— Immediate  Delivery:  an  alternate 
procedure,  which  provides  for  immediate 
release  of  a shipment,  may  be  used  in 
some  cases  by  making  application  for  a 
Special  Permit  for  Immediate  Delivery  on 
Customs  Eorm  346l  prior  to  arrival  of  the 
merchandise. 

— Entry  for  Warehouse:  if  it  is  desired  to 
postpone  the  release  of  the  goods,  they 
may  be  placed  in  a customs  bonded 
warehouse  under  a warehouse  entry. 

— Unentered  Goods:  if  there  is  a failure  to 
file  an  entry  for  the  goods  at  the  port  of 
entry  or  port  of  destination  for  in-bond 
shipments  within  5 working  days  after 
arrival,  the  district  or  port  director  may 
place  them  in  a general-order  warehouse 
at  the  risk  and  expense  of  the  importer. 

— Mail  Entries:  importers  have  found  that  in 
some  cases,  specifically  with  shipments  of 
less  than  $250  value,  it  is  to  their 
advantage  to  use  the  mail  to  import 
merchandise  into  the  U.S.  Some  benefits 
to  be  gained  are: 

• ease  in  clearing  shipments  through 
customs 

• savings  on  shipment  charges 

• no  entry  required  to  duty-free 
merchandise 

• no  need  to  clear  shipments  personally. 
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Right  to  make  entry 

Merchandise  arriving  in  the  U.S.  by 
commercial  carrier  must  be  entered  by  the 
owner,  purchaser,  his  authorized  regular 
employees,  or  by  the  owner’s  licensed 
customhouse  broker. 

Customhouse  brokers  will  prepare  and  file 
the  necessary  customs  entries,  arrange  for 
the  payment  of  the  duties  found  due,  take 
steps  to  effect  the  release  of  the  goods  in 
Customs  custody,  and  otherwise  represent 
their  principals  in  customs  matters.  The  fees 
charged  for  these  services  may  vary 
according  to  the  customhouse  broker  and 
the  extent  of  services  performed. 

Every  entry  must  be  supported  by  some 
form  of  evidence  of  the  right  to  make  entry 
as  outlined  in  this  section.  When  entry  is 
made  by  a customhouse  broker,  a customs 
power  of  attorney  given  by  the  person  or 
firm  for  whom  the  customhouse  broker  is 
acting  as  agent  is  made  in  the  name  of  the 
customhouse  broker  as  consignee.  Ordinarily, 
the  authority  of  an  employee  to  make  entry 
for  his  employer  is  most  satisfactorily 
established  by  a Customs  power  of  attorney. 

Entry  of  goods  may  be  made  by  a 
nonresident  individual  or  partnership,  or  a 
foreign  corporation  through  an  agent  or 
representative  of  the  exporter  in  the  U.S.,  a 
member  of  the  partnership,  or  an  officer  of 
the  corporation. 

A nonresident  individual,  partnership,  or 
foreign  corporation  may  issue  a power  of 
attorney  to  a regular  employee,  customhouse 
broker,  partner,  or  corporation  officer  to 
transact  customs  business  in  the  U.S.  Any 
person  named  in  a power  of  attorney  must 
be  a resident  of  the  U.S.  who  has  been 
authorized  to  accept  service  of  process  on 
behalf  of  the  person  or  organizaton  issuing 
the  power  of  attorney. 


Examination  of  goods 

Prior  to  release  of  the  goods,  the  district  or 
port  director  will  designate  representative 
quantities  for  examination  by  Customs 


officers  under  conditions  properly 
safeguarding  the  goods.  Examination  is 
necessary  to  determine; 

— the  value  of  the  goods  for  customs 
purposes  and  their  dutiable  status 

— whether  the  goods  must  be  marked  with 
the  country  of  their  origin  or  require 
special  marking  or  labeling.  If  so,  whether 
they  are  marked  in  the  manner  required 

— whether  the  shipment  contains  prohibited 
articles 

— whether  the  goods  are  correctly  invoiced 

— whether  the  goods  are  in  excess  of  the 
invoiced  quantities  or  a shortage  exists. 

Some  kinds  of  goods  must  be  examined  to 
determine  whether  they  meet  special 
requirements  of  the  law.  Eor  example,  food 
and  beverages  unfit  for  human  consumption 
would  not  meet  the  requirements  of  the 
Food  and  Drug  Administration. 

Important  topics  relating  to  examination  of 
goods  include: 

— the  treatment  of  excess  goods  and 
shortages 

— damage  or  deterioration 

— deductions  from  gross  weight  for  just  and 
reasonable  tare. 

Packing  of  goods 

Orderly  packing  and  proper  invoicing  go 
hand  in  hand. 

If  you  invoice  your  goods  in  a systematic 
manner  and  show  the  exact  quantity  of  each 
item  of  goods  in  each  box,  bale,  case,  or 
other  package,  and  if  you  are  sure  to  put 
marks  and  numbers  on  each  package  and 
show  those  marks  and  numbers  on  your 
invoice  opposite  the  itemization  of  the  goods 
contained  in  the  package  which  bears  those 
marks  and  numbers,  you  will  speed  up  the 
clearance  of  your  goods  through  customs. 

When  the  packages  contain  goods  of  one 
kind  only,  or  when  the  goods  are  imported 
in  packages  the  contents  and  values  of  which 
are  uniform,  the  designation  of  packages  for 
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examination  and  the  examination  for 
customs  purposes  is  greatly  facilitated. 

If  the  contents  and  values  differ  from 
package  to  package,  the  possibility  of  delay 
and  confusion  is  increased.  Sometimes 
because  of  the  kinds  of  goods  or  because  of 
the  unsystematic  manner  in  which  they  are 
packed,  the  entire  shipment  must  be 
examined. 

Pack  and  invoice  your  goods  in  a manner 
which  makes  a speedy  examination  possible. 
Always  bear  in  mind  that  it  may  not  be 
possible  to  ascertain  the  contents  of  your 
packages  without  full  examination  unless 
your  invoice  clearly  shows  the  marks  and 
numbers  on  each  package  (whether  box, 
case,  or  bale)  and  specifies  the  exact  quantity 
of  each  item  of  adequately  described  goods 
in  each  marked  and  numbered  package. 

Except  in  specified  circumstances,  whenever 
articles  subject  to  different  rates  of  duty  are 
so  packed  together  or  “mingled”  that  the 
quantity  or  value  of  each  class  of  articles 
cannot  be  readily  ascertained  by  Customs 
officers  (without  physical  segregation  of  the 
shipment  or  the  contents  of  packages),  the 
“commingled”  articles  shall  be  subject  to  the 
highest  rate  of  duty  applicable  to  any  part  of 
the  commingled  lot,  unless  the  consignee  or 
his  agent  segregates  under  Customs 
supervision. 

For  faster  Customs  clearance: 

— include  all  information  required  on  your 
customs  invoices 

— prepare  your  invoices  carefully.  Type  them 
clearly.  Allow  sufficient  space  between 
lines.  Keep  the  data  within  each  column 

— make  sure  that  your  invoices  contain  the 
information  that  would  be  shown  on  a 
well-prepared  packing  list 

— mark  and  number  each  package  so  that  it 
can  be  identified  with  the  corresponding 
marks  and  numbers  appearing  on  your 
invoice 

— show  on  your  invoice  a detailed 
description  of  each  item  of  goods 
contained  in  each  individual  package 


— mark  your  goods  legibly  and 
conspicuously  with  the  name  of  the 
country  of  origin,  unless  they  are 
specifically  exempted  from  the  country  of 
origin  marking  requirements,  and  with 
such  other  marking  as  required  by  the 
marking  laws  of  the  U.S. 

— Comply  with  the  provisions  of  any  special 
laws  of  the  U.S.  which  may  apply  to  your 
goods,  such  as  the  laws  relating  to  foods, 
drugs,  cosmetics,  alcoholic  beverages,  and 
radioactive  materials 

— Observe  closely  the  instructions  with 
respect  to  invoicing,  packaging,  marking, 
labeling,  etc.,  sent  to  you  by  your 
customer  in  the  U.S.  He  has  probably 
made  a careful  check  of  the  requirements 
which  will  have  to  be  met  when  your 
goods  arrive. 


Invoices 

Commercial  invoices 

A commercial  invoice,  signed  by  the  seller  or 
shipper  or  his  agent,  is  acceptable  for 
customs  purposes  if  it  is  prepared  in 
accordance  with  Section  141.86,  Customs 
Regulations,  and  in  the  manner  customary 
for  a commercial  transaction  involving  goods 
of  the  kind  covered  by  the  invoice. 

The  invoice  must  provide  the  following 
information,  as  required  by  the  Tariff  Act: 

— the  port  of  entry  to  which  the 
merchandise  is  destined 

— if  merchandise  is  sold  or  agreed  to  be 
sold,  the  time,  place,  and  names  of  buyer 
and  seller;  if  consigned,  the  time  and 
origin  of  shipment,  and  names  of  shipper 
and  receiver 

— a detailed  description  of  the  merchandise 

— the  quantities  in  U.S.  weights  and 
measures 

— if  sold  or  agreed  to  be  sold,  the  purchase 
price  of  each  item  in  the  currency  of  the 
sale 

— if  the  merchandise  is  shipped  for 
consigment,  the  value  of  each  item 
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— the  kind  of  currenq^ 

— all  charges  upon  the  merchandise, 
itemized  by  name  and  amount  including 
freight,  insurance,  commission,  cases, 
containers,  coverings,  and  cost  of  packing 

— all  rebates,  drawbacks,  and  bounties, 
separately  itemized,  allowed  upon  the 
exportation  of  merchandise. 

Specific  requirements  also  relate  to: 

— separate  invoices  for  each  shipment 

— assembled  shipments 

— installment  shipments 

— production  “assists”  (tooling,  engineering, 
design,  etc.) 

— additional  information  requirements 

— rates  of  exchange 

Special  Customs  invoice 

Importers  bringing  commercial  shipments 
with  a transaction  value  of  S500  or  more  into 
the  U.S.  need  not  furnish  the  special  customs 
invoice.  Customs  Form  5515,  if  they  provide 
a commercial  invoice.  The  commercial 
invoice  must  be  signed  by  the  seller  or 
shipper,  or  their  agent,  and  must  contain  data 
required  by  Section  141.86,  Customs 
Regulations.  The  special  customs  invoice  is 
permissible,  however,  and  may  be  used  until 
abolished. 

Textile  visas  and  exempt  certifications  are 
still  required  and  must  be  furnished  with 
entry  documentation. 

Pro  forma  invoice 

If  the  required  special  customs  or 
commercial  invoice  is  not  filed  at  the  time 
the  merchandise  is  entered,  a statement  in 
the  form  of  an  invoice  (a  pro  forma  invoice) 
must  be  filed  by  the  importer  at  the  time  of 
entry.  A bond  is  given  for  production  of  the 
required  invoice  not  later  than  6 months 
from  the  date  of  entry.  If  the  invoice  is 
needed  for  statistical  purposes,  it  must 
generally  be  produced  within  50  days  from 
the  date  the  entry  summary  is  required  to  be 
filed. 


The  exporter  should  bear  in  mind  that  unless 
he  forwards  the  required  invoice  in  time,  the 
American  importer  will  incur  a liability  under 
his  bond  for  failure  to  file  the  invoice  with 
the  district  or  port  director  of  Customs 
before  the  expiration  of  the  6-month  period. 

Special  summary  steel  invoice 

A special  summary  steel  invoice.  Customs 
Form  5520,  is  required  when  merchandise 
contains  specified  articles  of  steel  if  the 
shipment  has  an  aggregate  purchase  price  of 
15,000  or  more. 

Frequent  errors  in  invoicing 

The  fundamental  rule  to  be  borne  in  mind  is 
that  the  shipper  and  importer  must  furnish 
the  Custom  officers  with  all  pertinent 
information  with  respect  to  each  import 
transaction  to  assist  the  Custom  officers  in 
determining  the  tariff  status  of  the  goods. 
Examples  of  omissions  and  inaccuracies  to 
be  avoided  are: 

— the  shipper  assumes  that  a commission, 
royality,  or  other  charge  against  the  goods 
is  a so-called  “nondutiable”  item  and 
omits  it  from  the  invoice 

— a Canadian  shipper  who  purchases  goods 
and  sells  them  to  a U.S.  importer  at  a 
delivered  price  shows  on  the  invoice  the 
cost  of  the  goods  to  him  instead  of  the 
delivered  price 

— a Canadian  shipper  manufactures  goods 
partly  with  the  use  of  materials  supplied 
by  the  U.S.  importer,  but  invoices  the 
goods  at  the  actual  cost  to  the 
manufacturer  without  including  the  value 
of  the  materials  supplied  by  the  importer 

— the  Canadian  manufacturer  ships 
replacement  goods  to  his  customer  in  the 
U.S.  and  invoices  the  goods  at  the  net 
price  without  showing  the  full  price  less 
the  allowance  for  defective  goods 
previously  shipped  and  returned 

— a Canadian  shipper  who  sells  goods  at  list 
price,  less  a discount,  invoices  them  at  the 
net  price,  and  fails  to  show  the  discount 

— a Canadian  shipper  sells  goods  at  a 
delivered  price  but  invoices  them  at  a 
price  “free  on  board”  f.o.b.  the  place  of 
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shipment,  and  omits  the  subsequent 
charges 

— a Canadian  shipper  indicates  in  the  invoice 
that  the  importer  is  the  purchaser,  whereas 
he  is  in  fact  either  an  agent  who  is 
receiving  a commission  for  selling  the 
goods  or  a party  who  will  receive  part  of 
the  proceeds  of  the  sale  of  the  goods  sold 
for  the  joint  account  of  the  shipper  and 
consignee. 

Assessment  of  Duty 

Rates  of  duty 

All  goods  imported  into  the  U.S.  are  subject 
to  duty  or  duty-free  entry  in  accordance  with 
their  classification  under  the  applicable  items 
in  the  Tariff  Schedules  of  the  U.S.  An 
annotated,  looseleaf  edition  of  the  tariff 
schedules  may  be  purchased  from  the  U.S. 
Government  Printing  Office,  Washington,  DC 
20402.  The  tariff  schedules  may  also  be 
found  in  19  U.S.C.A.  sec.  1202. 

When  goods  are  dutiable,  ad  valorem, 
specific,  or  compound  rates  may  be  assessed. 

An  ad  valorem  rate,  which  is  the  type  of  rate 
most  often  applied,  is  a percentage  of  the 
appraised  value  of  the  merchandise,  such  as  5 
percent  ad  valorem. 

A specific  rate  is  a specified  amount  per  unit 
of  weight  or  other  quantity,  such  as  5.9  cents 
per  dozen. 

A compound  rate  is  a combination  of  both 
an  ad  valorem  rate  and  a specific  rate,  such  as 
7 cents  per  pound  plus  10  percent  ad 
valorem. 

Rulings  on  imports 

The  Customs  Service  makes  its  decision  as  to 
the  dutiable  status  of  merchandise  when  the 
entry  is  liquidated  after  the  entry  documents 
have  been  filed. 

When  advance  information  is  needed,  do  not 
depend  on  a small  “trial”  or  “test”  shipment 
since  there  is  no  guarantee  that  the  next 
shipment  will  receive  the  same  tariff 


treatment.  Small  importations  may  slip  by, 
particularly  if  they  are  processed  under 
informal  procedures  which  apply  to  small 
shipments  or  in  circumstances  warranting 
application  of  a flat  rate. 

An  exporter,  importer,  or  other  interested 
party  may  get  advance  information  on  any 
matter  affecting  the  dutiable  status  of 
merchandise  by  contacting  the  director  of 
the  port  or  district  where  the  merchandise 
will  be  entered  or  by  writing  the  Regional 
Commissioner  of  Customs,  Region  11,  New 
York,  N.Y.  10048  or  to  the  Commissioner  of 
Customs,  Attention;  Office  of  Regulations 
and  Rulings,  Washington,  DC  20229. 

A request  for  a tariff  classification  decision 
should  include  the  following  information: 

— a complete  description  of  the  goods, 
including  samples 

— cost  breakdowns  of  component  materials 
and  their  respective  quantities  shown  in 
percentages,  if  possible 

— a description  of  the  chief  use  of  the 
goods,  as  a class  or  kind  of  merchandise, 
in  the  U.S. 

— information  as  to  commercial,  scientific  or 
common  designations  as  may  be 
applicable 

— any  other  information  that  may  be 
pertinent  or  required  for  the  purpose  of 
tariff  classification. 

Liability  for  duties 

There  is  no  provision  under  which  U.S. 
duties  or  taxes  may  be  prepaid  in  Canada 
before  exportation  to  the  U.S.  This  is  true 
even  in  the  case  of  gifts  sent  through  the 
mail. 

In  the  usual  case,  liability  for  the  payment  of 
duty  becomes  fixed  at  the  time  an  entry  for 
consumption  or  for  warehouse  is  filed  with 
Customs.  The  obligation  for  payment  is  upon 
the  person  or  firm  in  whose  name  the  entry 
is  filed,  when  goods  have  been  entered  for 
warehouse,  the  liability  for  the  payment  of 
duties  may  be  transferred  to  any  person  who 
purchases  the  goods  and  desires  to  withdraw 
them  in  their  own  name. 
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Containers  or  holders 

Lift  vans,  cargo  vans,  shipping  tanks,  pallets 
and  certain  smaller  articles  used  in  the 
shipment  of  goods  in  international  traffic  are 
designed  as  “instruments  of  international 
traffic”  by  the  Customs  Service.  So  long  as 
this  designation  applies,  they  are  not  subject 
to  entry  or  duty  when  they  arrive,  whether 
they  are  loaded  or  empty 

Temporary  free  importations 

Goods  of  the  types  summarized  below  when 
not  imported  for  sale  or  for  sale  on  approval 
may  be  admitted  into  the  U.S.  without  the 
payment  of  duty,  under  bond,  for  their 
exportation  within  1 year  from  the  date  of 
importation.  Generally,  the  amount  of  the 
bond  is  double  the  estimated  duties. 

The  1-year  period  for  exportation  may,  upon 
application  to  the  district  or  port  director,  be 
extended  for  one  or  more  further  periods 
which,  when  added  to  the  initial  1 year,  shall 
not  usually  exceed  a total  of  3 years. 

— certain  merchandise  to  be  repaired, 
altered,  or  processed 

— models  of  women’s  wearing  apparel 
imported  by  manufacturers  for  specified 
uses 

— articles  imported  by  illustrators  and 
photographers  for  use  solely  as  models  in 
their  own  establishments  for  advertising 
purposes 

— samples  solely  for  use  in  taking  orders  for 
merchandise 

— certain  articles  solely  for  examination  with 
a view  to  reproduction 

— articles  intended  solely  for  testing, 
experimental,  or  review  purposes 

— automobiles,  motorcycles,  bicycles, 
airplanes,  airships,  balloons,  boats,  racing 
shells,  and  similar  vehicles  and  craft,  and 
parts,  if  brought  temporarily  into  the  U.S. 
by  nonresidents  for  the  purposes  of  taking 
part  in  races  or  contests 

— locomotives  and  other  railroad  equipment 
brought  temporarily  into  the  U.S.  for 
specified  uses 


— containers  for  compressed  gases,  filled  or 
empty,  and  containers  or  other  articles  in 
use  for  covering  or  holding  merchandise 
during  transportation  and  suitable  for 
reuse  for  that  purpose 

— professional  equipment,  tools  of  trade, 
repair  components  for  equipment  or  tools 
admitted  under  this  item,  and  camping 
equipment  imported  by  or  for 
nonresidents  sojourning  temporarily  in 
the  U.S.  for  the  nonresident’s  use 

— articles  of  special  design  for  temporary  use 
exclusively  in  connection  with  the 
manufacture  or  production  of  articles  for 
export 

— animals,  poultry  and  related  equipment 
brought  into  the  U.S.  for  the  purpose  of 
breeding,  exhibition,  or  competition  for 
prizes 

— theatrical  scenery,  properties,  and  apparel 
brought  into  the  U.S.  by  proprietors  or 
managers  of  theatrical  exhibitions  arriving 
from  Canada,  for  temporary  use  by  them 
in  such  exhibitions 

— works  of  free  fine  arts,  drawings, 
engravings,  photographic  pictures  and 
philosophical  and  scientific  apparatus 
brought  into  the  U.S.  by  professional 
artists,  lecturers,  or  scientists  arriving  from 
Canada  for  use  by  them  for  exhibition  and 
related  uses 

— automobiles  and  parts,  when  intended 
solely  for  show  purposes. 


Temporary  Admission  Carnet 

A carnet  is  an  international  customs 
document  which  may  be  used  for  the 
temporary  duty-free  importation  of  certain 
goods  into  a country  in  lieu  of  the  usual 
customs  documents  required.  The  carnet 
serves  as  a guarantee  against  the  payment  of 
customs  duties  which  may  become  due  on 
goods  temporarily  imported  and  not 
re-exported. 

A carnet  is  valid  for  a period  of  one  year.  The 
traveler  or  business  person,  however,  can 
make  as  many  trips  as  desired  during  the 
period  the  carnet  is  valid. 
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The  U.S.  currently  allows  A.T.A.  carnets  to  be 
used  for  the  temporary  admission  of 
professional  equipment,  commercial 
samples,  and  advertising  material.  A.T.A. 
carnets  can  also  be  used  for  transit  (in-bond 
movement  of  goods)  in  the  U.S.  under  the 
applicable  regulations. 

Antidumping  duty 

The  Tariff  Act  of  1930,  as  amended  by  the 
Trade  Agreements  Act  of  1979,  provides  that 
when  the  Secretary  of  Commerce  determines 
that  a class  or  kind  of  foreign  merchandise  is 
being,  or  is  likely  to  be  sold  to  purchasers  in 
the  U.S.  at  less  than  its  fair  value,  he  will 
advise  the  International  Trade  Commission 
(I.T.C.).  The  l.T.C.  will  then  determine 
whether: 

— an  industry  in  the  U.S.  is  materially  injured 
or  is  threatened  with  material  injury,  or 

— the  establishment  of  an  industry  in  the 
U.S.  is  materially  retarded,  by  reason  of  the 
importation  of  that  merchandise. 

If  the  l.T.C.  determination  is  in  the 
affirmative,  the  Secretary  of  Commerce 
makes  public  an  antidumping  duty  order, 
and  importations  of  the  merchandise  become 
subject  to  the  assessment  of  special  dumping 
duties.  These  duties  are  equal  to  the  amount 
by  which  the  foreign  market  value  or 
constructed  value  exceeds  the  purchase  price 
or  exporter’s  sale  price,  as  applicable. 

Countervailing  duty. 

The  law  relating  to  countervailing  duties  is 
concerned  with  payments  or  bestowals  of 
bounties  or  grants  on  any  articles  or 
merchandise  exported  to  the  U.S.  from 
Canada.  The  law  applies  whether  the 
payment  or  bestowal  is  made  by  Canada  or 
by  any  political  subdivision  thereof,  or  by 
any  group,  legal  entity,  or  individual.  The  law 
applies  whether  the  payment  or  bestowal  is 
made  upon  the  manufacture  or  production 
of  the  merchandise,  or  upon  the  exportation 
of  the  merchandise,  and  whether  the 
payment  or  bestowal  is  made  directly  or 
indirectly. 

The  law  applies  to  both  dutiable  and  duty- 
free merchandise. 


Drawback  — refunds  of  duties 

The  term  “duties”  includes  any  internal 
revenue  taxes  that  accrue  upon  importation 
to  the  U.S.  Generally,  the  exportation  of 
imported  duty  paid  goods  after  release  from 
Customs  custody  does  not  result  in  a refund 
of  duties. 

However,  there  are  exceptions,  the  most 
common  being  a refund  of  99  percent  of 
duties  (and  taxes)  paid  on  merchandise  that  is 
imported,  subjected  to  manufacture  or 
production,  and  then  exported  or  destroyed 
in  the  same  condition  as  imported.  This 
refund  is  known  as  “drawback.” 

For  further  details,  contact  the  nearest 
regional  United  States  Customs  Office. 

Classification 
and  Value 

Classification 

Classification  and  appraisement  (the  latter 
applying  when  ad  valorem  of  duty  are 
applicable)  are  the  two  most  important 
factors  affecting  dutiable  status.  Classification 
and  valuation,  whether  or  not  they  are 
pertinent  because  an  ad  valorem  rate  of  duty 
applies,  must  be  provided  by  commercial 
importers  when  an  entry  is  filed. 

In  addition,  classification  under  the  statistical 
suffixes  of  the  tariff  schedules  also  must  be 
furnished  even  though  this  information  is 
not  pertinent  to  dutiable  status.  Accordingly, 
classification  is  initially  the  responsibility  of 
an  importer,  customhouse  broker  or  other 
person  preparing  the  entry  papers. 

Familiarity  with  the  organization  of  the  Tariff 
Schedules  of  the  U.S.  facilitates  the 
classification  process.  The  tariff  schedules  are 
divided  into  various  sub-schedules  separately 
dealing  with  merchandise  in  broad  product 
categories. 

These  categories,  for  example,  separately 
cover  animal  and  vegetable  products, 
products  of  various  basic  materials  such  as 
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wood,  textiles,  ceramics  and  glass,  as  well  as 
steel  and  other  metal  products  in  various 
stages  of  manufacture.  Other  schedules 
encompass  chemicals,  machinery,  electrical 
equipment,  and  other  specified  or  non- 
enumerated  products.  The  last  schedules,  8 
and  9.  cover  certain  exemptions  from  duty 
and  special  statutory  provisions. 


Liquidation 

Customs  officers  at  the  port  of  entry  or  other 
officials  acting  on  behalf  of  the  district 
director  review  the  classifications  and 
valuations,  as  well  as  other  required  import 
information,  for  correctness  or  as  a proper 
basis  for  appraisement,  as  well  as  for 
reconciliation  of  the  submitted 
documentation  with  the  merchandise 
actually  imported.  The  entry  summary  and 
documentation  may  be  accepted  as 
submitted  without  any  changes.  In  this 
situation,  the  entry  is  liquidated  as  entered. 

Liquidation  is  the  point  at  which  the 
Customs  Service’s  ascertainment  of  the  rate 
of  duty  and  amount  of  duty  becomes  final 
for  most  purposes.  Liquidation  is 
accomplished  by  posting  a notice  on  a public 
bulletin  board  at  the  customhouse. 


Protests 

After  liquidation  an  importer  may  pursue  any 
claims  for  an  adjustment  or  refund  by  filing  a 
protest  within  90  days  after  liquidation  on 
Customs  Form  19.  In  order  to  apply  for  a 
headquarters  ruling,  a request  for  further 
review  must  be  filed  with  the  protest.  The 
same  Form  19  can  be  used  for  this  purpose. 

If  filed  separately,  application  for  further 
review  must  still  be  filed  within  90  days  of 
liquidation. 

If  a protest  is  denied,  an  importer  has  the 
right  to  litigate  the  matter  by  filing  a 
summons  with  the  U.S.  Court  of 
International  Trade  within  180  days  after 
denial  of  the  protest.  The  rules  of  the  court 
and  other  applicable  statutes  and  precedents 
determine  the  course  of  customs  litigation. 


Conversion  of  currency 

The  conversion  of  foreign  currency  for 
customs  purposes  must  be  made  in 
accordance  with  the  provisions  of  section 
552,  Tariff  Act  of  1930,  as  amended. 

This  section  states  that  the  Customs  is  to  use 
rates  of  exchange  determined  and  certified 
by  the  Federal  Reserve  Bank  of  New  York. 
These  certified  rates  are  based  on  the  New 
York  market  buying  rates  for  the  foreign 
currencies  involved. 


Transaction  value 

U.S.  Customs  officers  are  required  by  law  to 
determine  the  value  for  imported 
merchandise.  The  valuation  provisions  of  the 
Tariff  Act  of  1930  are  found  in  section  402,  as 
amended  by  the  Trade  Agreements  Act  of 
1979. 

Generally,  the  customs  value  of  all 
merchandise  exported  to  the  U.S.,  will  be  the 
transaction  value  for  the  goods.  If  the 
transaction  value  cannot  be  used,  then 
certain  secondary  bases  are  considered.  The 
secondary  basis  of  value,  listed  in  order  of 
precedence  for  use  are: 

— transaction  value  of  identical  merchandise 

— transaction  value  of  similar  merchandise 

— deductive  value,  and 

— computed  value 

Note  that  exclusions  and  limitations  apply 
under  specified  circumstances. 

Transaction  value  — similar  or 
identical  merchandise 

When  the  transaction  value  cannot  be 
determined,  then  the  customs  value  of  the 
imported  goods  being  appraised  is  the 
transaction  value  of  identical  merchandise. 

If  merchandise  identical  to  the  imported 
goods  cannot  be  found  or  an  acceptable 
transaction  value  for  such  merchandise  does 
not  exist,  then  the  customs  value  is  the 
transaction  value  of  similar  merchandise. 


Deductive  value 

If  the  transaction  value  of  imported 
merchandise,  of  identical  merchandise,  or  of 
similar  merchandise  cannot  be  determined, 
then  deductive  value  is  calculated  for  the 
merchandise  being  appraised. 

Basically,  deductive  value  is  the  resale  price 
in  the  U.S.  after  importation  of  the  goods, 
with  deductions  for  certain  items.  In 
discussing  deductive  value,  the  term 
“merchandise  concerned”  is  used.  The  term 
means  the  merchandise  being  appraised, 
identical  merchandise,  or  similar 
merchandise.  Generally,  the  deductive  value 
is  calculated  by  starting  with  a unit  price  and 
making  certain  additions  to  and  deductions 
from  that  price. 

Computed  value 

The  last  basis  of  appraisement  is  computed 
value.  If  customs  valuation  cannot  be  based 
on  any  of  the  values  previously  discussed, 
then  computed  value  is  considered.  This 
value  is  also  the  one  the  importer  can  select 
to  precede  deductive  value  as  a basis  of 
appraisement. 

Computed  value  consists  of  the  sum  of  the 
following  items: 

— materials,  fabrication,  and  other 
processing  used  in  producing  the 
imported  merchandise 

— profit  and  general  expenses 

— any  assist,  if  not  included  in  the  above 

— packing  costs. 

Value  if  other  values  cannot 
be  determined 

If  none  of  the  previous  five  values  can  be 
used  to  appraise  the  imported  merchandise, 
then  the  customs  value  must  be  based  on  a 
value  derived  from  one  of  the  five  previous 
methods,  reasonably  adjusted  as  necessary. 

The  value  so  determined  should  be  based,  to 
the  greatest  extent  possible,  on  previously 
determined  values.  Only  data  available  in  the 
U.S.  will  be  used. 


Marking 

Country  of  origin 

It  is  the  general  rule  of  the  U.S.  customs  laws 
that  each  imported  article  produced  abroad 
must  be  legibly  marked  in  a conspicuous 
place  with  the  name  of  the  country  of  origin 
in  English  in  order  to  show  the  ultimate 
purchaser  in  the  U.S.  the  name  of  the 
country  in  which  the  article  was 
manufactured  or  produced. 

There  are  certain  exceptions  to  this  rule: 

— articles  which  are  merely  in  transit 
through  the  U.S. 

— articles  which  are  under  a bond  to  insure 
their  exportation 

— articles  which  are  otherwise  specifically 
exempted  from  marking  requirements. 
Certain  articles  may  require  special 
marking. 

If  the  article  (or  its  container  and  not  the 
article  must  be  marked)  is  not  properly 
marked  at  the  time  of  importation,  a marking 
duty  equal  to  10  percent  of  the  customs 
value  of  the  article  will  be  assessed  unless  the 
article  is  exported,  destroyed,  or  properly 
marked  under  Customs  supervision  before 
the  liquidation  of  the  entry  concerned. 

Note  that  marking  is  not  required  with 
certain  categories  of  merchandise,  and  that 
other  exemptions  also  apply. 

Special  marking  requirements 

Special  marking  or  labeling  requirements  for 
wood,  textile,  and  fur  products  are  required. 

Certain  articles,  grouped  as  they  appear  in 
the  Tariff  Schedules  of  the  U.S.  Annotated, 
shall  be  marked  legibly  and  conspicuously  to 
indicate  their  origin  by  die-stamping,  cast  in- 
the-mould  lettering,  etching,  engraving,  or  by 
means  of  metal  plates  which  bear  the 
prescribed  marking  and  which  are  securely 
attached  to  the  article  in  a conspicuous  place 
by  welding,  screws,  or  rivets. 
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False  Marking 

Section  42  of  the  Trade-Mark  Act  of  1946 
provides,  among  other  things,  that  no 
imported  article  of  Canadian  origin  which 
bears  a name  or  mark  calculated  to  induce 
the  public  to  believe  that  it  was 
manufactured  in  the  U.S.,  or  in  any  foreign 
country  or  locality,  shall  be  admitted  to  entry 
at  any  customhouse  in  the  U.S. 


Special  Requirements 

Restrictions,  prohibitions  and 
other  agency  requirements 

The  importation  of  certain  classes  of 
merchandise  into  the  U.S.  may  be  prohibited 
or  restricted  to  protect  the  economy  and 
security,  to  safeguard  consumer  health  and 
well  being,  and  to  preserve  domestic  plant 
and  animal  life.  Some  commodities  are  also 
subject  to  an  import  quota  or  restraint. 

Many  of  these  prohibitions  and  restrictions 
on  importation  are  subject,  in  addition  to 
Custom  requirements,  to  the  laws  and 
regulations  administered  by  other  U.S. 
Government  agencies  with  which  Customs 
cooperates  in  enforcement. 

These  laws  and  regulations  may,  for  example, 
prohibit  entry;  limit  entry  to  certain  ports; 
restrict  routing,  storage,  or  use;  or  require 
treatment,  labeling,  or  processing  as  a 
condition  of  release.  Customs  clearance  is 
given  only  if  these  various  additional 
requirements  are  met.  This  applies  to  all 
types  of  Importations,  including  those  made 
by  mail  and  those  placed  in  foreign-trade 
zones. 

The  Canadian  exporter  should  make  certain 
that  the  U.S.  importer  has  provided  proper 
information  to  permit  the  submission  of 
necessary  information  concerning  packing, 
labeling,  etc.,  and  that  necessary 
arrangements  have  been  made  by  the 
importer  for  entry  of  the  merchandise  into 
the  U.S. 


It  is  impracticable  to  list  all  articles 
specifically;  however,  various  classes  of 
articles  where  restrictions,  prohibitions  and 
other  agency  requirements  apply  are  noted 
below: 

— cheese,  milk  and  dairy  products 

— fruit,  vegetables  and  nuts 

— insects 

— livestock  and  animals 

— meat  and  meat  products 

— plant  and  plant  products 

— poultry  and  poultry  products 

— seeds 

— arms,  ammunition,  explosives,  and 
implements  of  war 

— radioactive  materials  and  nuclear  reactors 

— household  appliances 

— flammable  fabrics 

— radiation  producing  products 

— radio  frequency  devices 

— foods,  cosmetics,  etc. 

— biological  drugs 

— biological  materials  and  vectors 

— narcotic  drugs  and  derivatives 

— gold  and  silver 

— counterfeit  articles 

— monetary  instruments 

— postage  stamps 

— pesticides,  toxic  and  hazardous  substances 

— textile,  wool  and  fur  products 

— trademarks,  trade  names,  and  copyrights 

— wildlife  and  pets 

— foreign  assets  control  restrictions 

— foreign  excess  property 

— obscene,  immoral,  and  seditious  matter 

— petroleum  and  petroleum  products 

— products  of  convict  or  forced  labor 

— unfair  competition. 

Alcoholic  beverages 

Any  person  or  firm  wishing  to  engage  in  the 
business  of  importing  distilled  spirts,  wines, 
or  malt  beverages  into  the  U.S.  must  first 
obtain  an  importer’s  basic  permit  from  the 
Bureau  of  Alcohol,  Tobacco  and  Firearms, 
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Department  of  the  Treasury,  Washington,  DC 
20226.  The  agency  is  responsible  for 
administering  the  Federal  Alcohol 
Administration  Act. 

Special  requirements  exist  for  alcoholic 
beverages  with  regard  to  the  following: 

— marking 

— certificate  of  label  approval 

— red  strip  stamps 

— foreign  documentation 

— requirements  of  other  agencies 

— confectionery  containing  alcohol. 

Motor  vehicles  and  boats 

All  imported  automobiles  or  automobile 
equipment,  whether  new  or  used, 
manufactured  after  December  31,  1967 
(except  those  designed  for  competition, 
show,  test,  or  experimental  purposes),  will  be 
refused  entry  into  the  U.S.  unless  they  are  in 
conformity  with  applicable  Federal  motor 
vehicle  safety  standards. 

An  automobile  or  automobile  equipment 
imported  solely  with  the  intention  of 
exportation  and  so  labeled  is  exempt  from 
these  safety  standards. 

A declaration,  NHTSA  Form  HS-7,  is  required 
to  be  filed  at  the  time  of  entry  for  all  such 
importations. 

For  complete  information,  write  to  the  U.S. 
Department  of  Transportation,  Office  of 
Enforcement,  Motor  Vehicle  Program. 
National  Highway  Traffic  Safety 
Administration,  Washington,  D.C.  20590. 

The  Clean  Air  Act,  as  amended,  prohibits  the 
importation  into  the  U.S.  of  any  motor 
vehicle  or  motor  vehicle  engine  not  in 
conformity  with  emission  standards 
prescribed  by  the  U.S.  Environmental 
Protection  Agency  (E.PA.).  For  imported 
vehicles,  these  standards  apply  whether  the 
vehicle  is  new  or  used.  Vehicles  imported  for 
display,  competition,  or  testing  are  allowed 
entry  provided  they  are  not  sold  or  licensed 
for  use  on  the  public  roads. 


In  addition  to  passenger  cars,  certain  trucks, 
multipurpose  vehicles  (e.g.  campers, 
motorcycles,  etc.  are  subject  to  E.PA. 
standards.  Model  years  covered  bY  E.PA.  go 
back  to  1968.  All  complying  1971  and  later 
models  are  required  to  have  a label  in  a 
readily  visible  position  in  the  engine 
compartment  stating  that  the  vehicle 
conforms  to  U.S.  standards. 

A declaration,  E.PA.  Form  3520-1,  is  required 
to  be  filed  at  the  time  of  entry  for  all 
nonconforming  importations.  A 
nonconforming  vehicle  or  engine  may  be 
admitted  under  bond  provided  it  is  brought 
into  conformity  within  the  time  period 
specified  by  E.PA. 

For  further  information,  including  details  of 
anticipated  requirements  and  procedures, 
contact:  Environmental  Protection  Agency, 
Public  Information  Centre  (PM  215), 
Washington,  DC  20460. 

Imported  boats  and  associated  equipment  are 
subject  to  U.S.  Coast  Guard  safety  regulations 
or  standards  under  the  Federal  Boat  Safety 
Act  of  1971.  Products  subject  to  standards 
must  have  a compliance  certification  label 
affixed.  Certain  hulls  also  required  a hull 
identification  number  to  be  affixed.  A U.S. 
Coast  Guard  import  declaration  is  required 
to  be  filed  with  entries  of  nonconforming 
boats.  Further  information  may  be  obtained 
from  the  Commandant.  U.S.  Coast  Guard, 
Washington.  DC  20593. 

Vessels  that  are  Canadian  built  may  be  used 
in  the  U.S.  for  pleasure  purposes.  Questions 
concerning  the  use  of  Canadian-built  or 
foreign  flag  vessels  should  be  addressed  to 
Chief,  Carrier  Rulings  Branch,  U.S.  Customs 
Service,  1301  Constitution  Ave.,  N.W.. 
Washington.  DC  20229. 

Import  quotas 

An  import  quota  is  a quantity  control  on 
imported  merchandise  for  a certain  period  of 
time.  Quotas  are  established  by  legislation,  by 
directives  and  by  proclamations  issued  under 
the  authority  contained  in  specific 
legislation. 
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The  majority  of  import  quotas  are 
administered  by  the  U.S.  Customs  Service. 
The  Commissioner  of  Customs  controls  the 
importation  of  quota  merchandise  but  has  no 
authority  to  change  or  modify  any  quota. 

U.S.  import  quotas  may  be  divided  into  two 
types:  absolute  and  tariff- rate. 

Tariff-rate  quotas  provide  for  the  entry  of  a 
specified  quantity  of  the  quota  product  at  a 
reduced  rate  of  duty  during  a given  period. 
There  is  no  limitation  on  the  amount  of  the 
product  which  may  be  entered  during  the 
quota  period,  but  quantities  entered  in 
excess  of  the  quota  for  the  period  are  subject 
to  higher  duty  rates. 

Absolute  quotas  are  quantitative;  that  is,  no 
more  than  the  amount  specified  may  be 
permitted  entry  during  a quota  period.  Some 
absolute  quotas  are  global,  while  others  are 
allocated  to  specified  foreign  countries. 
Imports  in  excess  of  a specified  quota  may 
be  exported  or  warehoused  for  entry  in  a 
subsequent  quota  period. 

The  usual  customs  procedures  generally 
applicable  to  other  imports  apply  with 
respect  to  commodities  subject  to  quota 
limitations. 

The  quota  status  of  a commodity  subject  to  a 
tariff-rate  quota  cannot  be  determined  in 
advance  of  its  entry.  The  quota  rates  of  duty 
are  ordinarly  assessed  on  such  commodities 
entered  from  the  beginning  of  the  quota 
period  until  such  time  in  the  period  as  it  is 
determined  that  imports  are  nearing  the 
quota  level. 

District  directors  of  Customs  are  then 
instructed  to  require  the  deposit  of  estimated 
duties  at  the  over-quota  duty  rate  and  to 
report  the  time  of  official  presentation  of 
each  entry.  A final  determination  of  the  date 
and  time  when  a quota  is  filled  is  made,  and 
all  district  directors  are  advised  accordingly. 

Local  Customs  officers  can  advise  on  quota 
limitations  in  effect  at  any  specific  time. 


Also,  pay  heed  to: 

— commodities  subject  to  quotas 
administered  by  customs 

— import  controls  on  textile  articles 

— quotas  or  licences  administered  by  other 
government  agencies  for  watches,  watch 
movements  and  dairy  products 

Civil  and  Criminal 
Fraud  Laws 

Section  592  of  the  Tariff  Act  of  1930, 
generally  provides  that  any  person  who  by 
fraud,  or  negligence,  enters,  introduces,  or 
attempts  to  introduce  merchandise  into  the 
U.S.  by  means  of  any  material  and  false 
written  or  oral  statement,  document  or  act, 
or  by  any  omission  which  is  material  will  be 
subject  to  a monetary  penalty.  The  person’s 
merchandise  may  be  seized,  in  certain 
circumstances  to  insure  payment  of  the 
penalty  and  forfeited  if  the  penalty  is  not 
paid. 

The  civil  fraud  has  been  applied  by  the 
Customs  Service  in  cases  involving 
individuals  and  companies  in  the  U.S.  and 
Canada  which  have  negligently  or 
intentionally  provided  false  information 
concerning  importations  into  the  U.S. 

A criminal  fraud  statute  also  provides  for 
sanctions  to  those  presenting  false 
information  to  Customs  officers.  Title  IB,  U.S. 
Code,  section  542,  provides  a maximum  of  2 
years’  imprisonment,  or  a $5,000  fine,  or 
both,  for  each  violation  involving  an 
importation  or  attempted  importation. 

Both  of  these  statutes  were  enacted  by 
Congress  to  discourage  persons  from  evading 
the  payment  of  lawful  duties  owed  to  the 
U.S.  They  are  enforced  by  special  agents 
assigned  to  the  Office  of  Investigations  who 
operate  throughout  the  U.S.  and  in  the  major 
trading  cities  of  Canada. 
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Foreign  Trade  Zones 

Foreign  or  “free”  trade  zones  are  secured 
areas  legally  outside  a nation’s  customs 
territory.  Their  purpose  is  to  attract  and 
promote  international  trade  and  commerce. 

Zones  are  operated  as  public  utilities  by 
states,  political  subdivisions,  or  corporations 
chartered  for  that  purpose.  Charges  are  made 
for  use  of  the  facilities.  Foreign-trade  zones 
are  usually  located  in  or  near  customs  ports 
of  entry,  at  industrial  parks  or  terminal 
warehouse  facilities. 

Subzones  are  located  in  the  zone  user’s 
private  facility. 

Canadian  exporters  planning  to  expand  or 
open  up  new  American  outlets  may  forward 
their  goods  to  a foreign  trade  zone  in  the  U.S. 
to  be  held  for  an  unlimited  period  while 
awaiting  a favorable  market  in  the  U.S., 
without  being  subject  to  customs  entry, 
payment  of  duty  or  tax,  or  bond. 

Savings  may  result  from  “manipulations”  and 
manufacture  in  a zone. 

For  example,  many  products,  shipped  to  the 
zone  in  bulk,  can  be  dried,  sorted,  graded,  or 
cleaned  and  bagged  or  packed,  permitting 
savings  of  duties  and  taxes  on  moisture  taken 
from  content  or  on  dirt  removed  and  culls 
thrown  out. 

From  incoming  shipments  of  packaged  or 
bottled  goods,  damaged  packages  or  broken 
bottles  can  be  removed.  Where  evaporation 
results  during  shipment  or  while  goods  are 
stored  in  the  zone,  contents  of  barrels  or 
other  containers  can  be  regauged  and  savings 
obtained,  as  no  duties  are  payable  on  the 
portions  lost  or  removed. 


Savings  in  shipping  charges,  duties,  and  taxes 
may  result  from  such  operations  as  shipping 
unassembled  or  disassembled  furniture, 
machinery,  etc.,  to  the  zone  and  assembling 
or  reassembling  them  there. 

Merchandise  may  be  re-marked  or  relabeled 
in  the  zone  to  conform  to  requirements  for 
entry  into  the  commerce  of  the  U.S.,  if 
otherwise  up  to  standard. 

There  is  no  time  limit  as  to  how  long 
Canadian  merchandise  may  be  stored  in  a 
zone,  or  when  it  must  be  entered  into 
customs  territory,  re-exported,  or  destroyed. 

Location  of,  and  general  information  on  U.S. 
Foreign-Trade  Zones  may  be  obtained  from 
the  Foreign-Trade  Zones  Board,  Department 
of  Commerce,  Washington.  DC  20230. 

Commercial  Disputes 

In  the  event  of  commercial  disputes,  a 
Canadian  firm  can  seek  advice  from  the 
Canadian  Council,  International  Chamber  of 
Commerce,  c/o  The  Canadian  Chamber  of 
Commerce,  1080  cote  du  Beaver  Hall,  piece 
712,  Montreal  (Quebec)  H2Z  1T2. 
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